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for adoption of permissive income de-
ductions (see §5.611(b) of this title), or
for another reasonable system to deter-
mining the amount of income-based
tenant rent.

(3) The income-based tenant rent
must not exceed the total tenant pay-
ment (§5.628 of this title) for the family
minus any applicable utility allowance
for tenant-paid utilities. If the utility
allowance exceeds the total tenant
payment, the PHA shall pay such ex-
cess amount (the utility reimburse-
ment) either to the family or directly
to the utility supplier to pay the util-
ity bill on behalf of the family. If the
PHA elects to pay the utility supplier,
the PHA must notify the family of the
amount of utility reimbursement paid
to the utility supplier.

(d) Ceiling rent. Instead of using flat
rents, a PHA may retain ceiling rents
that were authorized and established
before October 1, 1999, for a period of
three years from October 1, 1999. After
this three year period, the PHA must
adjust such ceiling rents to the level
required for flat rents under this sec-
tion; however, ceiling rents are subject
to paragraph (a) of this section, the an-
nual reexamination requirements, and
the limitation that the tenant rent
plus any utility allowance may not ex-
ceed the total tenant payment.

(e) Information for families. For the
family to make an informed choice
about its rent options, the PHA must
provide sufficient information for an
informed choice. Such information
must include at least the following
written information:

(1) The PHA’s policies on switching
type of rent in circumstances of finan-
cial hardship, and

(2) The dollar amounts of tenant rent
for the family under each option. If the
family chose a flat rent for the pre-
vious year, the PHA is required to pro-
vide the amount of income-based rent
for the subsequent year only the year
the PHA conducts an income reexam-
ination or if the family specifically re-
quests it and submits updated income
information. For a family that chooses
the flat rent option, the PHA must
conduct a reexamination of family in-
come at least once every three years.

(f) Switch from flat rent to income-based
rent because of hardship. (1) A family
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that is paying a flat rent may at any
time request a switch to payment of in-
come-based rent (before the next an-
nual option to select the type of rent)
if the family is unable to pay flat rent
because of financial hardship. The PHA
must adopt written policies for deter-
mining when payment of flat rent is a
financial hardship for the family.

(2) If the PHA determines that the
family is unable to pay the flat rent be-
cause of financial hardship, the PHA
must immediately allow the requested
switch to income-based rent. The PHA
shall make the determination within a
reasonable time after the family re-
quest.

(3) The PHA policies for determining
when payment of flat rent is a finan-
cial hardship must provide that finan-
cial hardship include the following sit-
uations:

(i) The family has experienced a de-
crease in income because of changed
circumstances, including loss or reduc-
tion of employment, death in the fam-
ily, or reduction in or loss of earnings
or other assistance;

(ii) The family has experienced an in-
crease in expenses, because of changed
circumstances, for medical costs, child
care, transportation, education, or
similar items; and

(iii) Such other situations deter-
mined by the PHA to be appropriate.

§960.255 Self-sufficiency incentives—
Disallowance of increase in annual
income.

(a) Definitions. The following defini-
tions apply for purposes of this section.

Disallowance. Exclusion from annual
income.

Previously unemployed includes a per-
son who has earned, in the twelve
months previous to employment, no
more than would be received for 10
hours of work per week for 50 weeks at
the established minimum wage.

Qualified family. A family residing in
public housing:

(i) Whose annual income increases as
a result of employment of a family
member who was unemployed for one
or more years previous to employment;

(ii) Whose annual income increases
as a result of increased earnings by a
family member during participation in
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any economic self-sufficiency or other
job training program; or

(iii) Whose annual income increases,
as a result of new employment or in-
creased earnings of a family member,
during or within six months after re-
ceiving assistance, benefits or services
under any state program for temporary
assistance for needy families funded
under Part A of Title IV of the Social
Security Act, as determined by the
PHA in consultation with the local
agencies administering temporary as-
sistance for needy families (TANF) and
Welfare-to-Work (WTW) programs. The
TANF program is not limited to
monthly income maintenance, but also
includes such benefits and services as
one-time payments, wage subsidies and
transportation assistance—provided
that the total amount over a six-month
period is at least $500.

(b) Disallowance of increase in annual
income—(1) Initial twelve month exclu-
sion. During the cumulative twelve
month period beginning on the date a
member of a qualified family is first
employed or the family first experi-
ences an increase in annual income at-
tributable to employment, the PHA
must exclude from annual income (as
defined in §5.609 of this title) of a quali-
fied family any increase in income of
the family member as a result of em-
ployment over prior income of that
family member.

(2) Second twelve month exclusion and
phase-in. During the second cumulative
twelve month period after the date a
member of a qualified family is first
employed or the family first experi-
ences an increase in annual income at-
tributable to employment, the PHA
must exclude from annual income of a
qualified family fifty percent of any in-
crease in income of such family mem-
ber as a result of employment over in-
come of that family member prior to
the beginning of such employment.

(3) Mazximum four year disallowance.
The disallowance of increased income
of an individual family member as pro-
vided in paragraph (b)(1) or (b)(2) of
this section is limited to a lifetime 48
month period. It only applies for a
maximum of twelve months for dis-
allowance under paragraph (b)(1) and a
maximum of twelve months for dis-
allowance under paragraph (b)(2), dur-
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ing the 48 month period starting from
the initial exclusion under paragraph
(b)(1) of this section.

(c) Inapplicability to admission. The
disallowance of increases in income as
a result of employment under this sec-
tion does not apply for purposes of ad-
mission to the program (including the
determination of income eligibility and
income targeting).

(d) Individual Savings Accounts. As an
alternative to the disallowance of in-
creases in income as a result of em-
ployment described in paragraph (b) of
this section, a PHA may choose to pro-
vide for individual savings accounts for
public housing residents who pay an in-
come-based rent, in accordance with a
written policy, which must include the
following provisions:

(1) The PHA must advise the family
that the savings account option is
available;

(2) At the option of the family, the
PHA must deposit in the savings ac-
count the total amount that would
have been included in tenant rent pay-
able to the PHA as a result of increased
income that is disallowed in accord-
ance with paragraph (b) of this section;

(3) Amounts deposited in a savings
account may be withdrawn only for the
purpose of:

(i) Purchasing a home;

(ii) Paying education costs of family
members;

(iii) Moving out of public or assisted
housing; or

(iv) Paying any other expense au-
thorized by the PHA for the purpose of
promoting the economic self-suffi-
ciency of residents of public housing;

(4) The PHA must maintain the ac-
count in an interest bearing invest-
ment and must credit the family with
the net interest income, and the PHA
may not charge a fee for maintaining
the account;

(5) At least annually the PHA must
provide the family with a report on the
status of the account; and

(6) If the family moves out of public
housing, the PHA shall pay the tenant
any balance in the account, minus any
amounts owed to the PHA.
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